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The  Delusions  of  the  T.U.C. 


THE  General  Council  of  the  Trades 
Union  Congress  issued  on  May  29 
a  statement  supporting  the  Government’s 
rearmament  programme. 

In  addition  to  the  usual  political  argu¬ 
ments  in  support  of  rearmament  the 
General  Council  brought  forward  three 
new  economic  arguments. 

More  will  be  heard  of  these  arguments 
and  this  Commentary  therefore  examines 
them  in  some  detail. 

The  first  argument  is  that  Britain’s 
economic  difficulties  are  not  mainly  due 
to  rearmament. 


“  The  rearmament  programme  is  not 
the  only  reason,  or  even  the  most  impor¬ 
tant  reason,  for  the  balance  of  payments 
difficulties.” 

If  it  were  not  for  the  rearmament  pro¬ 
gramme  there  would  be  unemployment. 

“  We  cannot  entirely  ignore  the  indus¬ 
trial  and  financial  difficulties  involved  in 
a  sharp  curtailment  of  armament  produc¬ 
tion. 

“  Widespread  unemployment  is  held 
at  bay  today  mainly  by  the  rising  demands 
of  the  engineering  trades.” 


Is  it  true  that  Rearmament  is  not  the  most  important 
reason  for  Britain’s  balance  of  payments  problem? 


’\y\/rORLD-WIDE  capitalist  rearma- 
»  *  ment,  of  which  Britain’s  rearma¬ 
ment,  next  to  that  of  the  U.S.A.  is  the 
most  important  part,  is  the  direct  cause 
of  the  sharp  growth  of  Britain’s  balance 
of  payments  difficulties  in  the  last  twelve 
months. 


The  Government  experts  in  the  “  Eco¬ 
nomic  Survey  for  1951  ”  said  “  if  events 
abroad  should  turn  out  less  favourably 
than  has  here  been  assumed,  we  may  find 
ourselves  in  very  serious  difficulties. 

“  At  best  we  face  in  the  immediate 
future  a  decline  in  the  rate  of  increase  in 
the  national  output,  a  worsening  of  the 
balance  of  payments,  a  fall  in  the  supplies 
of  some  consumer  goods,  and  a  continu¬ 
ing  rise  in  prices.”  (p.  45). 


All  these  things  have  happened  except 
the  “  fall  in  the  supplies  of  some  con¬ 
sumer  goods.”  They  have  happened  for 
the  very  reason  that  the  experts  indicated. 
‘‘For  this  unhappy  prospect  our  own  need 
for  rearmament,  and  the  similar  needs  of 
our  allies  in  the  Western  world,  are  the 
main  and  unavoidable  cause.”  (p.  45). 

So  the  Government  experts  looking  at 
the  grim  prospects  for  last  year  and 
fearing  the  very  developments  which 
have  since  materialised  said  plainly  that 
rearmament  would  be  “  the  main  and 
unavoidable  cause.” 

Yet  the  General  Council  say  that  the 
rearmament  programme  is  not  “  the  only 
or  even  the  most  important  reason  for  the 
balance  of  payments  problem.” 


Has  there  been  any  Revision  of  the  Experts  Estimates 
in  the  Light  of  more  Recent  Events  ? 


T  N  the  “  Economic  Survey  for  1952  ” 
the  experts  adhere  in  the  main  to 
their  previous  conclusions. 

They  point  out  that  Britain’s  ability  to 
pay  its  way  in  the  world  worsened  enor¬ 
mously  in  1951  because  it  had  to  pay  the 
enormous  sum  of  £1,100  million  more 
for  the  foods,  materials  and  manufac¬ 
tures  which  it  imported. 

“  Two-thirds  of  this  rise  was  due  to 
higher  prices  resulting  mainly  from  the 
general  scramble  for  raw  materials  after 
the  outbreak  of  fighting  in  Korea.” 
(p.  8,  Economic  Survey  for  1952). 

(What  the  experts  call  “  the  general 
scramble  for  raw  materials  after  the  out¬ 
break  of  fighting  in  Korea  ”  is,  of  course, 
only  another  way  of  referring  to  the  con¬ 
sequences  of  what  in  the  1951  Survey 
they  called  “  our  own  need  for  rearma¬ 
ment  and  the  similar  needs  of  our  allies 
in  the  Western  world.”) 

Amongst  the  other  causes  for  the  in¬ 
crease  in  the  difficulties  of  Britain  paying 
its  way  in  1951  was  the  fact  that  “  there 
has  been  a  considerable  increase  in 
Goverment  expenditure  for  military 
purposes,  in  Europe,  to  meet  the  United 
Kingdom’s  North  Atlantic  Treaty  Orga¬ 
nisation  commitments  and  in  Malaya,  the 
Middle  East  and  Korea.”  (Economic 
Survey  for  1952,  p.  16). 

This  military  expenditure  is  still  in¬ 
creasing.  “  Overseas  military  expendi¬ 
ture  is  likely  to  increase  further  in  the 
near  future,  particularly  in  fulfilling  North 
Atlantic  Treaty  Organisation  commit¬ 


ments.”  (Economic  Survey  for  1952, 
p.  16). 

A  big  increase  in  British  engineering 
exports  which  would  have  helped  the 
economy  to  pay  its  way  in  the  world  in 
1951,  was  prevented  by  the  increase  in 
the  arms  programme. 

“  The  check  to  engineering  exports  was 
not,  however,  unexpected.  Indeed  it  was 
suggested  in  the  Economic  Survey  for 
1951  that  rearmament  would  preclude  any 
increase  in  the  volume  of  engineering 
exports.  In  the  event  these  did  increase 
by  4  per  cent  compared  with  1950  but 
there  had  been  an  increase  of  16  per  cent 
in  the  previous  year.”  (Economic  Sur-^ 
vey  for  1952,  p.  16).  " 

In  addition,  in  1951  Britain  bought 
from  Europe  and  America  many  expen¬ 
sive  engineering  goods  which,  but  for  the 
arms  programme,  it  would  not  have 
imported  at  all. 

“  19,000 — 20,000  of  the  35,000  machine 
tools  needed  for  the  (arms)  programme  as 
well  as  other  items  were  ordered  in 
Europe  or  the  United  States.  So  far 
these  tools  have  been  delivered  in  good 
time  but  many  of  the  more  expensive  and 
important  types  are  still  to  come.  The 
United  Kingdom  expects  to  be  reimbursed 
by  the  United  States  for  expenditure  in¬ 
curred  on  machine  tools  purchased  in  that 
country.”  (Economic  Survey  for  1952, 
p.  21). 

How  thoroughly  imbecile  in  face  of  the 
evidence  to  suggest  that  rearmament  is 
not  “  the  main  cause  of  the  balance  of 
payments  difficulties.” 


Surely  the  Textile  crisis  is  causing  difficulties  in 
Britain’s  balance  of  payments  ?  Is  it  due  to  Rearmament  ? 


T  T  is  true  that  the  fall  in  the  export  of 
British  textiles  is  causing  balance  of 
payment  difficulties  and  that  rearma¬ 
ment  is  not  the  sole  cause  of  this  fall. 


throughout  the  entire  capitalist  world. 
Even  if  there  had  been  no  sharp  increase 
in  textile  prices  the  people  would  have 
bought  less  textile  goods  than  before. 


Rearmament  has,  however,  made  a 
major  contribution  to  the  textile  crisis. 

As  we  have  seen  rearmament  led  to  an 
enormous  increase  in  the  price  of  raw 
materials  throughout  the  capitalist  world 
and  to  retail  prices  rising  faster  than 
wages  and  very  much  faster  than  social 
service  benefits. 

Because  working  class  purchasing 
power  had  fallen,  in  all  capitalist  coun¬ 
tries,  the  mass  demand  for  textiles  fell 


But  there  was  an  exceedingly  sharp 
increase  in  textile  prices,  which  made  it 
still  more  difficult  for  people  to  purchase 
them. 

Even  when  textile  prices  began  to  fall, 
merchants  and  shop-keepers  were  reluc¬ 
tant  to  order  large  quantities  because  they 
believed  that  the  prices  would  fall  still 
further. 

Well-to-do  people  who  could  afford  to 
buy  textiles  still  refused  to  do  so  to  any 
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great  extent  because  they  expected  prices 
to  fall  further. 

The  mass  of  the  people  held  off  for 
sheer  lack  of  money. 

In  order  to  compare  the  volume  of 
purchases  of  consumer  goods  year  by 


year  the  Government  Digest  of  Statistics 
revalues  actual  sales  in  terms  of  1948 
prices.  This  revaluation  shows  that  (in 
1948  prices)  £734  million  was  spent  by 
consumers  on  clothes  and  textiles  in  1949, 
£766  million  in  1950  and  £702  million  in 
i95i- 


Is  it  true  that  the  Arms  Programme  is  leading  to  a 
high  level  of  employment  in  the  Engineering  Trades 
and  that  this,  as  the  General  Council  says,  is  holding 
widespread  unemployment  at  bay  ? 


'  I  'HE  effect  of  an  arms  programme  on 
t  employment  really  depends  on  the 
«ate  of  the  economic  system  at  the 
^moment  when  that  arms  programme  is 
introduced. 

The  Economic  Survey  for  1951  stated  : 

“  The  impact  of  rearmament  on  the 
economy  of  the  United  Kingdom  would 
be  greatly  softened  if  a  large  increase 
could  be  achieved  in  total  production. 
This  could  happen  if  there  were 
many  idle  resources,  of  if  the  productivity 
of  the  resources  already  employed  could 
be  improved.  The  former  is,  of  course, 
precisely  the  way  in  which  a  rearmament 
programme  would  be  carried  out  in  a 
country  with  heavy  unemployment  and 
much  unused  industrial  capacity. 

This  was  in  fact  how  the  United  King¬ 
dom’s  rearmament  was  conducted  in  the 
late  30s.” 

In  effect,  where  there  is  mass  unem¬ 
ployment,  Government  expenditure  on 
arms  may,  in  the  short  run,  increase 
employment,  provided  it  does  not 
increase  the  countries  difficulties  in 
paying  its  way  with  the  outside  world. 
This  is  a  very  important  qualification  in  a 
g:ountry  like  Britain  which  is  so  heavily 
piependent  on  foreign  trade.  A  housing 
programme,  or  a  capital  development 
programme  undertaken  in  similar  cir¬ 
cumstances  would  have  the  same  effect 
on  employment  as  an  arms  programme 
and  would  leave  the  community  richer  in 
real  wealth.  For  the  arms  programme 
is  like  an  injection  of  a  dangerous  drug. 
It  may  stimulate  for  the  time  being,  with 
harmful  results  in  the  long  run. 

We  are  not,  however,  enquiring  into  a 
situation  when  an  arms  drive  starts  when 
there  is  mass  unemployment  but  when  an 
arms  drive  starts  when  people  are  already 
fully  employed  producing  civilian 
goods. 


The  result  is  not  to  create  more  em¬ 
ployment  but  to  transfer  people  already 
employed  from  producing  peace-time 
goods  to  producing  war  goods. 

This  means  concretely  that  engineers, 
who  were  producing  goods  for  export, 
which  helped  the  economy  to  pay  its  way 
in  the  world,  will  be  transferred  to  pro¬ 
ducing  arms.  The  country’s  power  to 
pay  its  way  will  be  weakened. 

It  means  that  engineers  who  were  pro¬ 
ducing  new  equipment  for  British  indus¬ 
tries  will  be  transferred  to  arms  produc¬ 
tion.  British  industrial  development  will 
be  slowed  down  and  British  industry 
rendered  less  competitive. 

Thus  an  enlarged  arms  programme 
started  at  a  period  when  there  is  already 
full  employment,  does  not  even  give  the 
economy  a  temporary  and  artificial  stimu¬ 
lus.  It  undermines  the  economy  from 
the  very  beginning. 

Further,  if  a  number  of  capitalist  coun¬ 
tries,  where  there  is  already  a  high  level 
of  employment,  start  huge  arms  pro¬ 
grammes  simultaneously,  then  there  is 
“  the  general  scramble  for  materials  ” 
which  sent  world  prices  shooting  up  in 
1950. 

Such  a  rapid  increase  in  food  and 
material  prices  has  a  particularly  disas¬ 
trous  effect  on  a  country  like  Britain, 
which  buys  most  of  its  food  and  raw 
materials  abroad.  Hence  Britain’s  extra 
import  bill  of  £1,100  million  in  J951 — 
two-thirds  of  which  was  due  to  higher 
prices  resulting  from  “  the  general  scram- 
le.” 

So  it  must  be  said  that  the  economic 
consequences  of  this  particular  arms 
drive  have  been  for  Britain  quite  disas¬ 
trous. 


Is  not  the  General  Council  arguing  that  to  stop  the 
Arms  Drive  NOW  could  only  result  in  mass  unem¬ 
ployment  ? 


'  |  HAT  appears  to  be  the  argument 
-t  but  it  is  not  borne  out  by  the  facts. 

Stopping  the  arms  drive  in  the  first 
place  means  stopping  the  projected  in¬ 
crease  in  the  arms  programme  scheduled 
to  take  place  this  year. 

Britain  is  going  to  expend  about  £ 200 
million  extra  on  arms  this  year  in  the  metal 
using  industries  alone  and  will  make  a 
further  increase  next  year. 

Suppose  this  process  of  expansion  is 
stopped,  then  we  could  expand  the  ex¬ 
port  of  the  metal  using  industries  a  lot 
more. 

The  Government  itself  say  that  we 
can  expandthe  exports  but  proposes  to  do 
so  by  stopping  the  supply  of  engineering 
equipment  to  British  industry. 

By  cutting  the  arms  programme  we 
could  increase  engineering  exports 
without  cutting  the  supply  of  engi¬ 
neering  goods  to  British  industry.  There 
need  be  no  cut  back  in  engineering  em¬ 
ployment,  which  could  be  expanded  on 
the  basis  of  increased  exports  and  in¬ 
creased  re-equipment  of  British  industry. 

Further,  if  Britain  were  to  disregard 
American  commands  and  be  prepared  to 
trade  in  capital  goods  with  the  Soviet 
Union,  the  New  Democracies  and  China, 


it  could  expand  its  markets  for  engineering 
goods. 

“  The  proposed  cuts  in  investment  in 
plant,  machinery  and  vehicles  should 
eventually  result  in  a  net  reduction  of 
about  £150  million  a  year  in  total  home 
deliveries  ...  At  the  same  time  the 
Government  is  aiming  to  reduce  home 
market  supplies  of  metal  consumer  goods 
by  about  one-third  this  year,  equivalent 
to  a  cut  about  £70  million  (excluding 
purchase  tax).”  (Economic  Survey  for 
1952,  p.52). 

“  The  shortages  of  steel  and  the  in¬ 
creasing  needs  of  the  defence  programing 
have  made  necessary  reductions  in  certaiiP 
sectors  of  the  building  programme,  notably 
factory  building,  schools  and  transport.” 
(Economic  Survey  for  1952,  p.  53). 

So  in  the  second  stage,  when  it  is  not  a 
case  of  stopping  new  additions  to  the  arms 
programme,  but  of  cutting  down  actual 
work  on  arms,  there  are  many  civilian 
projects  on  the  home  front  that  could  be 
taken  up  to  provide  employment  in  place 
of  arms  production.  There  need  be  no 
more  unemployment  created  by  a  transfer 
back  from  war  production  to  peace  pro¬ 
duction  than  there  was  in  the  transfer 
from  peace  production  to  war  production. 


Is  not  the  Arms  Programme  preventing  a  slump  in 
the  U.S.A.  which  would  soon  extend  to  all  countries  ? 


HPHERE  is  a  fall  in  the  demand  for 
textiles  and  many  forms  of  durable 
consumer  goods  in  the  U.S.A.  and  a 
slackening  down  of  capital  re-equipment 
for  civilian  purposes.  It  may  be  that  the 
high  level  of  arms  production  in  the 
U.S.A.  is  for  the  moment,  and  for  the 
moment  only,  preventing  the  economy 
there  from  dipping  into  a  crisis  of  over¬ 
production. 

It  does  not  follow  that  if  a  world  over¬ 
production  crisis,  spreading  out  from  the 
U.S.A.  is  in  the  offing  that  Britain  should 
contimlfe  to  ruin  itself  by  rearmament. 

Tfie  more  Britain  weakens  itself  by 
rearmament,  the  more  deadly  will  be  the 
impact  of  a  world  overproduction  crisis 
upon  its  economy. 


The  fact  that  rearmament  cannot  pro¬ 
vide  a  permanent  support  for  a  high  level 
of  employment  in  the  U.S.A.  in  particu¬ 
lar  and  the  capitalist  world  in  general  is 
only  an  additional  reason  for  BritaiaJ 
getting  out  of  the  arms  race  as  quickly  a^ 
possible. 

By  doing  so  it  can  at  least  remove 
some  of  the  obstacles  to  paying  its  way  in 
the  world,  open  up  new  trade  outlets 
with  Eastern  Europe  and  go  ahead  with 
the  projects  for  capital  development  in 
the  nationalised  industries  and  agricul¬ 
ture  which  the  arms  programme  has 
forced  it  to  abandon. 

That  is  the  only  way  to  face  the  threat¬ 
ening  slump. 
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